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Abstract: Once a construction projects fails in achieving effective cost performance, it will result to cost 
overmn. These ovemrns are caused from several factors which are very important to uncover for improving 
the cost performance. In Malaysia, not many research works have been carried out on study~ng cost 
performance factors. Hence, this study was conducted to identify the significant factors causing cost overrun 
in large construction projects in Malaysia. Questionnaire for the survey was developed based on 35 common 
factors of cost overrun identified from literature work. These factors were grouped in 7 categories and validated 
by interviewing five experiencedpersonnel of construction industry. The feedback of from the survey resulted 
in receiving 262 sets of completed valid responses against 400 questionnaires distributed amongst contractors, 
consultants and clients involved in large construction projects. The data from the questionnaire was analyzed 
statistically. Relative importance index method was used for hierarchal assessment of factors and found that 
the top 3 most significant factors of cost overmn are fluctuation of prices of material, cash flow and financial 
difficulties faced by contractors and poor site management and supervision. These factors belong to two 
categories i.e., contractor's site management and financial management category, thus improvements in these 
categories are paramount for controlling cost overrun in construction projects. 
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INTRODUCTION 
Construction industry is an important industry that 
plays a vital role in the socio-economic growth of a 
country. Economicdy, it contributes in sigdicant 
improvement in the overall GDP of a country. It also 
improves the quality of life by providing the necessary 
infrastructure such as roads, hospitals, schools and other 
basic and enhanced facilities. Hence, it is 
fundamentally crucial to make construction projects 
completed successfully withn time, budget and expected 
quality. However, being a complex, fragmented and 
schedule driven industry it always facing chronic 
problems such as low quality and productivity, cost 
overrun, time overmn, construction waste and others. 
Of these, cost overrun is a severe problem (Cantarelli, 
2009, Olawale and Sun, 2010) because it affects the 
overall development of any country. 
Cost overrun is a global phenomenon in the 
construction industry where very rarely projects are 
fmished within the budgeted cost. In a global study 
(Flyvbjerg et nl., 2003) on construction project 
performance, cost overrun was identified the major 
problem where 9 of 10 projects faced the overmn in the 
range of 50 to 100%. Construction industry in developed 
countries like UK is also affected by this problem where 
nearly one third of the client's complaint that their 
projects generally overran the allocated budget 
(Jackson, 2002; Olawale and Sun, 201 0). 
Like other countries, Malaysia also facing a serious 
issue of cost overrun in construction indusby where only 
46.8% of public sector and 37.2% of private sector 
projects were completed within the stipulated budget 
(Abdullah et a]., 2009; Ibrahim et  ad., 2010; Sambasivan 
and Soon, 2007). The issue of cost overrun has become a 
serious concern to investors, which needs stern attention 
and in-depth research to put forward solutions to this 
issue. Hence, this study focused on assessing significant 
factors contributing to cost overmn issue in Malaysian 
construction industry particularly in large construction 
project where the contract tender amount is more than 
RM 5 Million 
LITERATURE. REVIEW 
Cost performance is the most important indicator of 
project success (Frimpong et  ad., 2003; Olawale and 
Sun, 2010). It presents not only the firm's profitability but 
also the productivity of organizations at any point during 
the construction processes. It can be seen in the project 
Corresponding Author: Aftab Hameed Memon, Complete Postal Address: Faculty of Civil and Environmental Engineering, 
Universiti Tun Hussein Om Malaysia (UTHM) Johor / 86400 Batu Pahat/ Malaysia 
Tel: 0060142725620 
286 




Ranking of causes of cost overrun: Hierarchal 
assessment of factors was carried out to determine 
ranking of the factors based on level of sigmficant. It was 
assessed based on RII value and calculated for each 
group of respondents i.e. contractors, consultant and 
client; and also the overall respondents as presented in 
Table 6. 
Table 6 shows that top 3 most significant factors 
of cost overrun ranked by overall respondents are 
fluctuation of prices of material, cash flow and financial 
difficulties faced by contractors and poor site 
management and supervision These factors are 
elaborated in more detail in the followmg section. 
Fluctuation of prices of material: Fluctuation of prices of 
materials was ranked as 1st place (MI = 0.83) as agreed 
unanimously by all the respondents and this finding is 
concurrence with the findugs from other countries 
(Ameh et al., 2010; Azhar et al., 2008; Chimwaso, 
2000; Elinwa and Buba, 1993; Enshassi et al., 2009; 
Le-Hoai et al., 2008). This factor can be attributed from 
various reasons such as monopoly of suppliers or 
unavailability of construction materials locally. Price 
fluctuation is also contributed from instability and 
inflationary rate of a country. This may be due to demand 
exceedmg supply or accentuated by the creation of an 
artificial scarcity of goods. These fluctuations are 
reflected in increase cost of raw materials, labour, 
machinery, other ancillary materials and services. A 
national solution to this problem would effectively 
minimize cost overruns (Okpala and Aniekwu, 1988) such 
as creating an agency empowered to monitor and publish 
building cost indexes regularly (Olujide and Owosagba, 
2001 ). 
Cash flow and financial difficulties faced by contractors: 
This factor was found as 2nd major contributor to cost 
overrun with RII value of 0.78 as agreed by contractor and 
client groups while consultant's representative rated this 
factor as 6th rank. This is very true for contractors 
because they play very important role in success of any 
construction project especially for physical execution of 
works. Hence, adequate cash flow and financial stability 
of contractors is very critical in keeping conshction 
progress as planned. This findng concurrently match 
with the findings on Vietnam construction industry 
(Le-Hoai et al., 2008), however this finding dose not 
coincide with the research finding conducted in Ghana as 
this factor was rated as 5thranked (Frirnpong et al., 2003). 
Poor site management and supervision: All the 
respondents agreed that this factor is a major contributor 
to cost overrun however there is some disagreement in 
terms of ranking amongst the respondent groups. 
Consultant's group ranked this factor at 2nd place 
while contractor and client groups ranked this factor at 
5th place. Poor site management and supervision 
factor is focusing more towards contractor group. It 
reflects the weakness and incompetence of contractors 
(Le-Hoai et al., 2008) and affects significantly on the cost 
performance (Ali and Kamaruzzarnan, 201 0). This factor 
can resulted to late compliance with statutory body's 
requirement, poor communication with sub-contractors 
and material suppliers sigdicantly, thus affectmg the 
progress of project. Construction industry in Indonesia 
also facing poor site management that lead to negative 
cost performance of project (Harisaweni, 2007). 
CONCLUSION 
Cost overmn is a severe problem faced by large 
construction industry in Malaysia. It is resulted from 
varlous factors whch had been identified in this study. A 
total of 262 samples were found as valid and analyzed 
statistically using relative importance index method on 35 
causative factors of cost o v e m .  It was found that three 
most significant factors causing cost overmn in 
Malaysia's construction are fluctuation of prices of 
material, cash flow and financial difficulties faced by 
contractors; and poor site management and supervision. 
Of these, 2 factors are contractor's site management 
related factors and 1 factor is financial related issue. 
These imply the need of urgent attention in improving 
contractor's performance to achieve s u b s ~ a l  cost 
performance in avoiding project failure. 
ACKNOWLEDGMENT 
The authors would like to thank Universiti Tun 
Hussein Onn Malaysia for supporting h s  study. Also, 
we are thankll to construction practitioners for providing 
comprehensive and important information and a lot of 
cooperation whch made data collection easier. 
REFERENCES 
Abdullah, M.R., A.A.A. Aziz and I.A. Rahman, 2009. 
Potential effects on large mara construction projects 
due to construction delay. Int. J. Integrated Eng . , 
I : 53-62. 
Ali, A.S. and S.N. Kamaruzzaman, 201 0. Cost performance 
for buildmg construction projects in Klang valley. 
J. Build. Perf., 1 : 11 0-1 18. 
Ameh, O.J., A.A. Soyingbe and K.T. Odusami, 2010. 
Siglllficant factors causing cost ovenuns in 
telecommunication projects in Nigeria. J. Construct. 
Dev. Countries, 15: 49-67. 
Azhar, N., R.U. Farooqui and S.M. Ahme4 2008. Cost 
overrun factors in conshction industry of Pakistan. 
Proceedmgs of the 1st International Conference on 
Construction in Developing Countries: Advancing 
and Integrating Construction Education, Research 
and Practice, August 4-5, 2008, Karachi, Pakistan, 
pp: 1-1 0. 
Cantarelli, C.C., 2009. Cost overmns in Dutch 
transportation infrastructure projects. Bijdrage aan 
het Colloquium Vervoersplanologisch Speunverk 
(Contribution to the Transport Planning Research 
Colloquium).http://www.cvs-congres.nVcvspdfdocs 
Icvs09-156.pdf. 
Chimwaso, D.K., 2000. An evaluation of cost performance 
of public projects: Case of Botswana. Proceedmgs of 
2nd International Conference on Construction in 
Developing Countries of International Council for 
Research and Innovation in Building and 
Construction, November 15-1 7, 2000, Gaborone, 
Botswana, pp: 1-1 1. 
Elinwa, A.U. and S.A. Buba, 1993. Construction cost 
factors in Nigeria. J. Constr. Eng. Manage., 
119: 698-713. 
Endut, LR, A. Akintoye and J. Kelly, 2009. Cost and time 
overruns of projects in Malaysia, pp: 243-252. 
http://www.irbnet deldatenliconddCLB10633 .pdf. 
Enshassi, A., J. Al-Najjar and M. Kumaraswamy, 2009. 
Delays and cost overmns in the construction 
projects in the Gaza Strip. J. Financial Manage. 
Property Constr., 14: 126-1 51. 
Flyvbjerg, B., M.K.S. Holm and S.L. B a  2003. How 
common and how large are cost overmns in transport 
infrastructure projects? Transport Rev., 23: 71-88. 
Frimpong, Y., J. Oluwoye andL. Crawford, 2003. Causes 
of delay and cost overruns in construction of 
groundwater projects in a developing countries, 
Ghana as a case study Int. J. Project Manage., 
21 : 321 -326. 
Harisaweni, 2007. The framework for minimizing 
construction time and cost overruns in paddmg and 
Pekanbam Indonesia. Masters Thesis, Universiti 
Teknologi Malaysia. 
Ibrahim, A.R., M.H. Roy, Z. Ahmed and G. Imtiaz, 201 0. 
An investigation of the status of the 
Malaysian construction industry. Benchmarking: 
Int. J., 17: 294-308. 
Jackson, S., 2002. Project cost overmns and risk 
management. Proceedmgs of the 18th Annual 
Conference on Association of Researchers in 
Construction Management, September 2-4, 2002, 
Newcastle, UK. 
Kaming, P.F., P.O. Olomolaiye, G.D. Holt and F.C. Harris, 
1997. Factors influencing construction time and cost 
overruns on high-rise projects in Indonesia. Constr. 
Manage. Econ, 15: 83-94. 
Kousliki, P.A. and N. Kartam, 2004. Impact of 
construction materials on project time and cost in 
Kuwait. J. Constr. Architect. Manage., 11 : 126132. 
Le-Hoai, L., Y.D. Lee and J.Y. Lee, 2008. Delay and cost 
overmns in vietnam large construction projects: 
A comparison with other selected countries. KSCE 
J. Civil Eng., 12: 367-377. 
Li, X and R. Wang, 2007. Survey research on relationship 
among service failure, service recovery and customer 
satisfaction. Proceedings of the International 
Conference on Management Science and 
Engineering, August 20-22, 2007, Harbh China, 
pp: 11 21 -1 126. 
Long, N.D., S. Ogunlana, T. Quang and K.C. Lam, 2004. 
Large construction projects in developing countries: 
A case study from Vietnam. Int. J. Proj. Manage., 
22: 553-561. 
Memon, A.H., I.A. Rahman, M.R. Abdullah and 
A.A.A. Azis, 201 0. Factors affecting construction 
cost in MARA large construction projects: 
Perspective of project management consultant. 
Int. J. Sustain. Constr. Eng. Technol., 1: 41-54, 
Moura, H.P., J.C. Teixeira and B. Pires, 2007. Dealing with 
cost and time in the Portuguese construction 
industry. Proceedmgs of the CIB World Building 
Congress on Construction for Development, May 
14-1 7,2007, Cape Town, South Africa, pp: 1252 1265. 
Okpala, D.C. and A.N. h e k w q  1988. Causes of high 
costs of construction in Nigeria. J. Construct. Eng. 
Manage., 11 4: 233-244. 
Oladapo, A.A., 2007. A quantitative assessment of the 
cost and time impact of variation orders on 
construction projects. J. Eng. Design Technol., 
5: 35-48. 
Olawale, Y.A. and M Sun, 201 0. Cost and time control of 
construction projects: Inhibiting factors and 
mitigating measures in practice. Comtr. Manage. 
Econ., 28: 509-526. 
Olujide, J.O. and S. Owosagba, 2001. Management of cost 
overrun in selected buildmg construction projects in 
Ilorin Rev. Bus. Finance, 3: 1-8. 
Omoregie, A. and D. Radford, 2006. Infrastructure delays 
and cost escalation: Causes and effects in Nigeria. 
Proceedings of th 6th International Conference on 
Postgraduate Research, April 3-7, 2006, The 
Netherlands. 
Sarnbasivan, M andY.W. Soon, 2007. Causes and effects 
of delays in Malaysian construction industry. 
Int. J. Project Manage., 25: 51 7-526. 
Sripras- E., 2000. Assessment of cost control system: A 
case study of Thai Construction Organizations. 
Asian Institute of Technology, Bangkok. 
Wong, P.S.P. and S.O. Cheung, 2005. Structural equation 
model of trust and partnerkg success. J. Manage. 
Eng., 21: 70-80. 
Yang, J.B. and S.F. Ou, 2008. Using structural equation 
modeling to analyze relationships among key 
causes of delay in construction Can. J. Civil Erg., 
35: 321-332. 
Zujo, V. and D. Car, 2008. Application of "time-cost" 
model in construction project management. 
http://bib. irb.hr/datoteka/444400.92-uj o-Car-Pui.pdf. 
